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PAST V 

Bills Introduced In tho Council ol State and Legislative Assembly, Reports .of 
Select Committees presented to the Council and Assembly and Bills 
published under 18 of the Indian Legislative Rules. 

GOVERNMENT OF INDIA 

LEGISLATIVE ASSEMBLY DEPARTMENT 

Thu following Report of (In.- Select Commillt'b on the Bill to consolidate 
and iimHinl (lie law relating to bunking companies, was presented to the Legisla- 
tive Asemblv on the 17tli February, 1047: — 

REPORT OF THE SELECT COMMITTEE ON THE BANKING COMPANIES 

BILL, 194(1 

We, the undersigned, members of the Select Committee to which the Bill to 
consolidate and amend the law relating to banking companies was referred, have 
•considered the Bill, and have now the honour to submit this our Report, with the 
Bill as amended by us annexed thereto. 

At our earlier meetings wo examined seventeen witnesses and we wish to express 
our thanks to these gentlemen for the help they have given to us. 

Before cjiecussing the details of the Bill we would observe that as tho Bill is 
drawn it is applicable only to banking companies and we are, advised that there were 
constitutional reasons against extending its provisions, as we would have liked, to 
partnerships or even individuals carrying on banking business. We desire to suggest 
that the question should be further examined with a view to introducing 
subsequent legislation oxtending so far as possible the provisions of this Bill to other 
banking concerns. 

Upon the ohanges proposed by us which are not formal or consequential we 
■comment below : 

Clause 4. — We think that the Reserve -^Bank’s emergency power to suspend 
provisions of the Bill should he limited to thirty days and that Government’s power 
to extend the period of suspension should not exceed one yoar. 

Clause 5.— We have given earnest considfjpation tothe definition of “ banking ’* 
and while we appreciate the difficulties to which the present definition in the Indian 
Companies Aot, 1913, has given rise, we feel ffint the briof definition in the Bill is 
not altogether satisfactory. Wo have, therefor^, after studying the definitions given 
by Halsbury and other authorities, elaborated the definition to include tho aooeptanoe 
of time deposits, while our new clause S prohibits companies other than hanking 
companies from engaging in business of tho nature spooifiod in tho Bill’s original 
definition. 


( 149 ) 




150 


THE GAZETTE OF JNDIA, MARCH 1, 1947 


[Part V 


Clause, 6. — The extent to which banking companies can hold shares in other 
companies is provided for later in the Bill and in consequence we omit item (j) from 
sub-clause (1). On the other hand, we consider that it should bo shown more spe- 
cifically that the providing of safe deposit vaults and carrying out clearing and 
forwarding business on behalf of customers are legitimate activities of banking 
companies. 

Clause 7,- — We see no reason why the saving in favour of existing banks con- 
tained in the proviso to sub-clause (1) should be limited to such of them as areV. 
scheduled hanks. 

Clause S (neu').- — Tho reason for this insertion is given in our comments on 
clause 5. 

Clause 0 (old clause 8). — We feel that this clause as drafted was liable to ho 
* misconstrued so as to rule out some of the legitimate activities of banking companies 
and we propose some clarifying insertions. 

Clause 11 ( old clause 10). — We consider that in the host interests of hanking a, 
company’s staff should give its v hole time to the company and should not otherwise- 
engage in business. In itemising the disqualifications set out in this clause we 
accordingly add two more. We feel too that in the case of companies incorporated 
in India extensions of managerial contracts should he subject to confirmation by a 
general meeting of shareholders. We also consider that, as the Beserve Bank is 
more in touch with banking matters, it is better qualified than the Courts to decide 
upon the question of disproportionate remuneration and accordingly we add & 
sub-clause making the Reservo Bank tho arbiter of this matter. 

Clause 12 ( old clause 11). — We have introduced a slightly more elaborate but, 
we think, more workable basis for minimum capital requirements. Except that we 
retain the five lakhs addition in respect of places of business in Bombay and Calcutta 
contained in tho Bill, we give up the basis of population, and replaco it by one de- 
pendent on the territorial range of a company’s activities, introducing the “ region 
(to he coterminus with the Reserve Bankas share register areas) above the provinces. 
But we allow latitude in respect of branches outside the region or province so long 
as they are within twenty-five miles of tho company’s principal place of business.. 
We also retain the one lakh minimum but make one exception (fifty thousand rupees) 
in favour of the small business which operates with only a single office. Should such 
a business desire to open even one branch, it must at once more than double thin 
exceptional minimum. We oxtend by one year the time given to existing companion 
to bring their capital up to minimum requirements. 

As a means of fostering reciprocal arrangements with the Indian States, wo 
propose not to requiro banking companies incorporated in those States to keep the 
equivalent of their minimum capital requirements deposited with the Reserve Bank. 
We amend sub-clause (2) accordingly and also make an addition to that sub-clause 
to make it clear that in the event of a company to which the sub-clause applies 
coasing to do business in British India the claims of its creditors in British India 
shall he a first, charge on the amount deposited by tho company with the Reserve Bank , 

It is cloarly undesirable that the affairs of a banking company should be allowed 
to fall under the control of a small cabal, and to prevent this w« propose an addition 
to sub-clause (8) limiting the voting rights of any one shareholder to one-tenth of the 
total voting rights. 

Clause 15 is new and is designed to prevent a hanking company from declaring 
dividends before it has written off initial capital expenses. 

Clause 16 is also new. Its purpose is to debar a banking company incorporated 
in India from taking on its Board a person who is the Director of another banking 
company. 
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Clause 17 (old clause 14). — We think that the obligation to build up and maintain 
a reserve fund equal to paid-up capital should apply to all hanking companies in- 
corporated in India whether scheduled hanks or not. 

Clause. IS ( old clause 15). — Under section 42 (1) of the Eesorve Bank of India 
Act, 1934, scheduled hanks are obliged to maintain with the Reserve Bank cash 
reserves not less than two per cent, of time liabilities and five per cent, of demand 
liabilities. We consider that this tv o per cent., thculd apply in the ease of other 
banking companies and emend the refeience to one and a half pier cent, contained 
in this clause accordingly. 

Clause 19 ( old clause 16).— In sub-clause (7) we consider that it shall be made 
explicit that a banking company may form a subsidiary company for the purpose of 
providing safe deposit vaults. On tho other hand, we consider the expression “ other 
purposes incidental to the business of banking ” to be too open and vague, and 
propose that the permission of tho Rei ej-vc Bank should he sought before a subsidiary 
company is formed for any purpose other than those expressly stated in the sub- 
clause: the Reserve Bank will th en he able to decide v> briber the purpose is properly 
" incidental to the business of banking ”, 

Sub- clause (2) as drafted was open to more than one construction and we have 
J br this reason redrafted it. Moreover, we see no reason why the exemption in 
favour of old shareholdings conferred by tho proviso to section 277M (2) of the 
Indian Companies Act, 1913, should he perpetuated or why the operation of this 
sub-clause should be deirrred for a year. We therefore propose that the provision 
should take immediate effect on the comment ement of the Act, empowering th ■ 
Reserve Bank on application to a] ow time not exceeding two years to companies 
to *bring their shareholding into compliance with this provision. We also exempt 
from penalty purely inadvertent and temporary breaches of this provision. Wo 
further consider that a hanking company should be barred from taking up shares in 
another company in the management of which its own managerial staff is interested 
and we add a sub-clause accordingly. 

Clause 20 ( old clause 17). — It has been represented to us that desirable as this 
clause may he, the provisions in the latter half of tho clause will seriously interfere 
with establish cd practices . We feel h owever th at the only relaxation wo are justified 
in proposing is not to render unlawful the grant of unsecured loans to jauhlic oompanies 
in which the banking company or any of its directors is ooncemod. To compensate 
for this relaxation, we insert provision requiring returns to ho given of Buch loans 
and giving the Reserve Bank powers to put a stop to tho practico where it is un- 
desirable and to require the banking company to call in such loans. 

Clause 21 ( old clause IS). — We consider that all banking oompanies should he 
required to take out licences and see no reason for exempting existing companies 
for as long as five years. Under our redraft of the early part of this clause every now 
company before it starts business and every existing company within six months 
from the commencement of the Act must apply for a licence. Existing compan cs may 
carry on until the Reserve Rank grants or refuses to grant a lieoneo, and we propose 
that the Reserve Bank shall not refuse a licence to banking companies given time by 
clause 12 to build up thoir capital until that time has oxpired. 

We feci that a banking company should have a right of appeal against the 
cancellation of its licence and we insert a sub-clauso accordingly. 

Clause 22. — We take to a separate clause the provisions contained in sub-clause 
(6) of the old dame 1 b regarding the oprning and transfer of branches. Our draft 
follows ike recent Banking Crmprniis (Rt sir i cl ion of Branches) Act, 194C (which. 
Ibis Rill will repeal), 1 hough we include an exemption in favour oft mporary branche 
opened to cater for the needs of conferences, exhibitions and melas. 
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Clause 23 ( old clause 10). — We consider that the figure of twenty-five per cent, 
may without detriment to banking soundness bo roduced to twenty. 

Clause 28 ( old clause 21). — We add a proviso to enablo companies incorporated 
outside British India to draw up their profit and Iosb aocount as on any date in 
the last two months of the year. 

Clause 29 ( old clause 25). — We consider that in the interests of sound banking 
the auditors should examine oortain points of detail additional to those set out in 
the Indian Companies Act and we add a sub-clause accordingly. 

Clause 32 (old clause 28).— We think it desirable that companies incorporated 
elsewhere than in British India should aDo display complete accounts of their hanking 
business in every part of the world. 

Clause 34 (old clause 30).- — It has been represented to us that a dangerous loss 
of public confidence might ensue if, as under the existing clause, inspection was 
authorised only when the banking company’s affairs were suspected to be unsound, 
We therefore recast sub-clause (1) to give the Reserve Bank free discretion to inspect 
a banking company at any time so that the public may have no ground for drawing 
any pessimistic inference from the fact that a bank has been inspected. We also 
consider that the Reserve Rank should employ only its own officers to make these 
inspections and that a copy of the Reservo Bank’s report on an inspection should 
in all cases be sent to the company. Wo also recast sub-clause (4) to make it dear 
that Government may give the hank an opportunity of being heard before it takes 
further action under that suh-olauso and may also defer such action for a time in 
suitable oases to enable the banking company to put its affairs in order. 

Clause 35 is new. We oonsider that side by side with the regulation of banking 
which the Bill provides the Reserve Bank should be brought into closer oontaot with 
banking companies. While many clauses of this Bill givo new powers to the 
Reserve Bank, it wai found ncoessary by us to have a dause which empowers 
the Reserve Bank wi h a view to enable them to have full information about the 
working of hanks and have the authority to be able to render timely and adequate 
help when iKe ssary. In this clause we set out further duties andfunotions of the 
Reserve Bank in its relations with banking conoerns and require it to establish its 
staff in centres convenient for the exorcise of the wide powers of supervision 
conferred on the Reserve Bank under this Bill. We also oonsider that the Bill 
should provide for an annual review by the Reserve Bank on the progress of banking 
throughout the country. 

Clause 37 (old clause 32). — The splitting of sub-clause (1) into two sub-clauses is 
formal and is intended to dear up some ambiguity in the existing sub-clause. In new 
sub-clause (3) we make an addition requiring a certificate from the Reserve Bank of 
the inability of a hanking company to pay its debts : our object is to rule out fri- 
volous or misoonoeived applications for winding up. 

Clause 44 (old clause 39). — As drafted suh-olause (2) would, we oonsider, rule out 
most proposals for amalgamation. We have no doubt that a sufficient and proper con- 
dition of amalgamation should be that the Reserve Bank is satisfied that the joint 
concern after amalgamation will he able to meet all the obligations of the previously 
separate conoerns. 

Clause 45 (old clause 40). — We think that a wilful suppressio veri which may be 
as misleading as a false statement should also be punished. 

Clause 411 (old clause 41).— The redraft merely supplies the omission of an 
usual procedural provision. 

Clause 48 is new. Tho Indian Companies Act exempts private comp anies 
from several of its provisions. Some of these we consider should be made applicable 
to private companies which carry on banking business. 
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Clause 48 is also new. Operation of the provisions mentioned in the clause 
may result in an individual losing a perhaps lucrative appointment, and we think it 
desirable to make it clear that he will have no right of action on that account. 

Clause 50 too is new. The constitution of the Imperial Bank of India is re- 
gulated by a separate Act, but we consider that in respect of certain matters not 
covered by that Act the provisions of this Act should also apply to the Imperial Bank. 

Clause 63 is another new clause. It proposes a further amendment of the 
Reserve Bank of India Act, 1934, to enable the Reserve Bank under certain cir- 
cumstances to come to the aid of a banking company by means of a loan Beoured to 
the Reserve Bank’s satisfaction by forms of security other than those at present 
permitted under that Aot. 

The Schedule . — We have proposed a number of additions to the forms of balance- 
sheet and profit and loss account. Our objeots in so doing have been to remove 
latent ambiguities in one or two places, but generally to ensure that the forms convey 
a true picture of the state of the banking company’s affairs. 

2. The Bill was published in the Gazette of India, Part V, dated the 23rd 
March, 1946. 

3. We think that the Bill has not been so altered as to require re-publication 
and we recommend that it be passed as now amended. 

J. N. MANUAL. 

LIAQUAT ALI KHAN. 

COWASJEE JEHANGIR. 

K. G. AMBEGAONKAR. 

R. NATH. 

*0. P. LAWSON. 

♦LESLIE GWILT, 

MOHD. YAMIN KHAN. 

H. A. 8. H. E. SAIT. 

M. M. KILLEDAR. 

MANU SUBEDAR. 

♦MOHANLAL SAKSENA. 

*M. A. AYYANGAR. 

*P. B. GOLE. 

+SASANK A SEKHAR SANYAL 

+SATYA NARAYAN SINHA. 

MANGAL SINGH. 

New Delhi; 

The 17th February, 1947. 


♦Subject to a Minute of Dissent, 
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MINUTES OF DISSENT 

I 

While sympathising with the intentions whioh have induoed the Seleot 
Committee to introduce the new sub-seotion 12 (3) (d), we feel bound to point 
out that this provision as drafted is unlikely to aohieve their object. There 
are a number of methods by whioh a holding in exoess of 10 per oent. of the share 
capital can be divided up so as to ensure the exeroise of voting power in propor- 
tion with the full holding. Such methods will most certainly be adopted by 
those who wish to misuse their voting powers while the honest holder of shares 
in exoess of 10 per cent is deprived of voting rights in proportion with his hold- 
ing. For these and other reasons we must oppose this sub-section whioh 
contravenes a w ell-established principle without any compensating advantage. 

We also reserve the right to oppose or propose amendments in respect of 
other new provisions which after further examination appear to be undesirable 

C. P. LAWSON. 

LESLIE GWILT. 

New Delhi ; 

The 17th February, 1917. 

II 

We desire to add that as the transactions of a bank depends largely on the 
volume of doposits it receives, a statutory maximum shall be fixed for the 
dividend at 9 per cent, for all banks at least the banks ooming into existence 
from 1st January 1947. The savings should be utilised to inorease the rate 
of interest on deposits and to reduce the rate of interest on loans given by the 
banks. We would like a provision being made, fixing the maximum bearing 
rate at not more than 3 per oent. over the disoount rate of the Reserve Bank. 

As polioy-holders are given place in the directorate of a Life Insurance 
Co., we would like to make some similar provision for representation of de- 
positors on the directorate of a bank. 

Some practical difficulties were pointed out in carrying out the above 
suggestion but they oan be over-come. We understand, that in the * Artioles 
of Association ’ of some banks, provision has been made for having depositors’ 
directors and also in Madras ther 3 is a provision for having depositors’ direc- 
tors in the Co-operative Banks. We still hope that the Assembly would acoept 
our suggestion and incorporate it in the .Bill, which is principally designed to 
safeguard the interests of the depositors. 

We also suggest that a statutory limit to salary or remuneration may be 
fixed for manager, managing director, or other employees of a bank. It was 
suggested that the maximum may tend to become the minimum in praotioe. 
But as the Reserve Bank, has been given power to decide if any remuneration 
is disproportionate to the resources of a bank, the maximum will not be allowed 
to bo reaohed in all companies. 

Lastly, we wish to add that all banks should be nationalised at an early 
date and that as a first step, the Reserve Bank and the Imperial Bank may be 
made State banks. 

MOHANLAL SAKSENA. 
SATYA NARAYAN SINHA. 

M. A. AYYANGAR. 

P. B. GOLE. 

SASANKA SEKHAR SANY L 


Ne v Delhi ; 

The l^th February, 1947. 
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(As amended by the Sbleot Committee.) 

{Words underlined or sidelined indicate the amendments suggested by the Committee ; 

asterisks indicate omissions.) 

A 

BILL 

to consolidate and amend the law relating to banking companies. 

Whereas it is expedient to consolidate and amend the law relating to 
banking companies; 

It is hereby enacted as follows: — 

PART I 

Preliminary 

1. Short title, extent and commencement, — (2) This Act may be called the 
Banking Companies Act, 1947. 

(2) It extends to the whole of British India. 

( 3 ) It shall come into force on such date as the Central Government may, 
by notification in the official Gazette, appoint in this behalf. 

2. Application of other laws not barred. — The provisions of this Act shall 
be in addition to, and not, save as hereinafter expressly provided, in deroga- 
tion of, the Indian Companies Act, 1918 (VII of J 918), and any other law; 
for the time being in force. 

E. Act not to apply to co-operative banks. — Nothing in this Act shall apply 
to a co-operative hank registered under the Co-operative Societies Act, 1912 
(II of 1912), or any other law for the time being in force in British India 
relating to co-oporative societies. 

4. Power to suspend operation of Act. — (I) The Central Government, if on a 
■representation made by the Reserve Rank in this behalf it is satisfied that It 
is expedient so to do, may by notification in the official Gazette suspend for 
such period, not exceeding sixtv days, as may be specified in the notification, 
the operation of all or any of tW. provisions of this Act, either generally or in 
relation to any specified banking company. 

(5) In a case of special emergency, tbe Governor of the Reserve Bank, or 
In his absence a Deputy Governor oi rhe Reserve Bank nominated by him in 
-this behalf, may by order in writing exercise the powers of the Central Govern- 
ment under suh-seotion (7) ,so however that tin period of suspension shall not 
exceed thirty days, and where ho docs so, he shall report the matter to the Central 
Government forthwith, and the order shall, as soon as may he, be published in the 
Gazette of India, 

(3) The Central Government, may, by notification in the official Gazette, 
extend from time to timo the period of any suspension ordered under sub- 
section (2) or sub-section (2) for such period, not exceeding sixty days at any 
one timo, as it thinks fit, and not oxooMi ig one year in the aggregate. 

6. Definitions. — In this Act, unless there is anything repugnant in the sub- 
ject or context, — 

(a) "approved securities” means securities in which a trustee may invest 
money under clause (a), clause (b), clause (bb), clause ( 0 ) or clauso Idl of 
flection 20 of the Indian Trusts Act, 1882 (IT of 1882), and auch securities of, or 
fully guaranteed by, Indian States as the Reserve Bank may be authorised to 
purchase under clause (8) of section 17 of the Reserve Bank of India Act, 1984 
«PI of 1984); 
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(b) “banting” means the accepting, for the purpose of lending of investment, 
of deposits of money from the public, repayable on demand or otherwise, and with- 
drawable by ohoque, draft, order or otherwise ; 

(c) “banking company” means any company which transacts the business i 
banting in British India ; 

(d) “company” means any company which may be wound up under the Indian 
Companies Act, 1913 (VII of 1913); 

(£L“ Court ” means the Court having jurisdiction under the Indian Companies 
Act, 1913 ; 


(/) “demand liabilities” means liabilities whioh must be met on demand, and. 
"time liabilities” means liabilities whioh are not demand liabilities ; 

k (g) “gold” inoludea gold in the form of ooin, whether legal tender or not, or in 
e form of bullion or ingot, whether refined or not ; 

(A) “ managing agent ” means a person, firm or company entitled to the 
management of the whole affairs of a company by virtue of an agreement with 
the company, and under the control and direction of the directors except to 
the extent, if any, otherwise provided for in the agreement, and includes any 
person, firm or company occupying such position by whatever name called; 

Explanation . — If a person occupying the position of managing agent calls- 
him self manager or managing director, he shall nevertheless be regarded a# 
managing agent for the purposes of this Act. 


I (i) “private company” has the same meaning as in the Indian Companies Act,, 

bl3 ; 

(j) “prescribed” means prescribed by rules made under this Act; 

(k) “registrar” has the same meaning as in clause (16) of sub-section (If; 
of aeotion 2 of the Indian Companies Act, 1913; 

(l) “Reserve Bank” means the Reserve Bank of India; 

(mp ‘scheduled bank” meuns a bank for the time being included in the- 
Second Schedule to the Reserve Bank of India Aot, 1984. 


PART II 

Business of Banking Companies 

6. Forms of business In which banking companies may engage. — ( 1 ) In addi- 
tion to the business of banking, a banking company may engage in any one 
or more of the following forms of business, namely: — 

(a) the borrowing, raising, or taking up of money; the lending or advancing 
of money either upon or without security; the drawing, making, accepting, 
discounting, buying, sel'ing, collecting and dealing in bills of exchange, 
hoondeaa, prom issory notes, coupons, drafts, bills of lading, railway receipts, 
warrants, debentures, certificates, scrips and other instruments, and securities 
whelher transferable or negotiable or not,; the granting and issuing of letters 
of credit, travellers cheques and circular notes; the buying, selling and dealing 
in bullion and specie; the buying and selling of foreign exchange including 
foreign bank mCns; the acquiring, holding, issuing on commission, under- 

writing and dealing in stock, funds, shares, debentures, debenture stock, bonds, 
obligations, securities and investments of all kinds; the purchasing and selling 
Of bonds, scrips or other forms of securities on behalf of constituents or others, 
the negotiating of loans and advances; ttie receiving of all kinds of bonds, 
scrips or valuables on deposit, or for safe custody or otherwise ; the providing of 
safe deposit vaults ; the collecting and transmitting Of money and securities ; 
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(b) acting as agents for Governments or local authorities or for any other 
person or persons ; the carrying on of agency business of any description (inoluding. 
tin 1 clna'iag a id forwarding of goods on b 'half of customers) other than the business 
of a managing agent of a company including the power to act as attorneys and to give 
disoharges and receipts ; 

(c ) contracting tor public and private loans and negotiating and issuing the 
same ; 

(d) the effecting, insuring, guaranteeing, underwriting, participating in 
managing and carrying out of any issue, publio or private, of State, Municipal 
or other loans or of shares, stock, debentures, or debenture Btoek of any 
oompany, corporation or association and the lending of money for the purpose 
of any such issue; 

(e) carrying on and transacting every land of guarantee and indemnity 
business ; 

( f) managing, selling and realising all property movable and immovable 
which may corao into the possession ot the company in satisfaction or part 
satisfaction of any of its claims; 

ig) acquiring and holding and genenlly dealing with any property and any 
right, title or interest m any property movable or immovable which may form 
pari of the security foi any loans or advances or which may be connected^ 
v, ith any such securii \ . 

{!>) undertaking and executing trusts; 

(i) undertaking the ’ administration of estates as executor, trustee or other- 
wise ; 

** + *** + ***•** 

(j) establishing and supporting or aiding in the establishment and support 
of associations, institutions, funds, trusts and conveniences calculated to benefit 
employees or ox-employoes of the company or tho dependents or oonneotions of suoh 
persons ; granting pons ions and allowances and making payments towards insurance ; 
subscribing to or guaranteeing moneys for charitable or bonevolent objects or for 
any exhibition or for any public, geneial or useful object; 

( k ) the acquisition, construction, maintenance and alteration of any building 
or works necefmny or convenient for the purposes of the oompany ; 

(l) selling, improving, managing, developing, exchanging, leasing, mortgaging 
disposing of or turning into account or otherwise dealing with all or any pjrt of the 
proporty and rights of the company ; 

(m) acquiring and undertaking the whole or any' part of the business of any 
person or company, when such business is of a nature enumerated or described in 
this sub-section ; 

(n) doing all such ol her thmgs as aic incidental or conducive to the promotion, 
or advancement of tho business of the company' ; 

(o) any other form of business which the (Antral Government may' by noti- 
fication in the official Gazette specify as a form of business in which it is lawful for 
a banking company to engage. 

(9) No banking company whether incorporated in or outside British India 
shall engage in any form of business other than those referred to in sub- 
section (7). 

7. Use of words “bank”, “banker”, “banking”. —(I) Afler the expiry' of 
two years from the commencement of tliis Act, no company shall carry one 
the business of hanking in British India unless it uses as part of its name at 
least one of the words “bank”, “bankm” or "banking”: 
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Provided that nothing in this sub-seotion shall apply to any b .inking company 
tin existence * * on the 1st day of January, 1947. 

(2) Every company which used as part of the name under which it carrieB 
on business any of the words “bank”, “banker” or “banking” shall, notwith- 
standing that it may not for any reason be a banking company as defined in 
clause (c) of section 5, be deemed to be a banking company and be subject to the 
provisions of this Act as such: 

Provided that nothing in thirf Bub-section shall apply to any association of 
banking companies formed for the protection of their mutual interests and 
registered under section 2ft of the Indian Companies Act, 1918 (VII of 1918). 

/ 8. Prohibition of accepting demand deposits, — Mo company other than a bank- 

/ing company shall accept deposits repayable on demand 

9. Prohibition of trading. — Notwithstanding anything contained in section 
6 or in any contract, no banking company shall directly or indirectly deal in 
the buying or selling or bartering of goods, < xo *i t in oo'meol ion with 1 ho realis'd ion of 
s ecurity given to or bold by i‘ o r engage in any trade, or buy or sell or barter goods 
for others otherwise than in connection with bills of exohange received for collection 
•Or negotiation or with mo’i of . s business as is referred to in ol ns > (i) of sub-seotion 
(l) "f scoff on 6: "" 

Piovided that I hi-, s otion si. nil nof apply to any mich busim-ss as 
aforesaid, whioh was in the iom.se of bang ti’ansacb-d on 1 ho 1st day of 
January, 1947, so however, that the said business shall be completed before the 
■ 0 xpiry of one year from the commencement of this Act. 

Explanation — For the purposes of this section, “goods ” means every kind 
of movable property, other than actionable claims, stocks, shares, money, 
‘bullion and speoie, at d all im tmments referred to in danse (a) of sub-motion (1) of 
ueotion 6. 


10. Disposal ol non-banking assets. — Notwithstanding anything contained in 
flections 6 and 9, where any banking oompany aoquires or has acquired any assets 
-in satisfaction of its claims in the course of its banking business, being 

assets in respect of which it is not lawful under the said sections for the 
company 1 o transact business, it may, within a period of sovon years from the 
dato of its acquisition of such asmts or from the commencement of this Aot, 
whichever is later, deal or trade in sivh assets for the purpose of facilitating 
the realisation thereof, and shall, before tho expiration of the said period 
dispose of such assets : 

Provided that the Reserve B ink may in, any particular case extend tho 
said period by suoh period not exceeding fivo years as it thinks fit where it 
is satisfied that such extension would be in the imerost of the depositors of 
the banking company. 

11. Prohibition of employment of managing agents and restrictions on certain 
forms of employment.- -(1) No banking company, whether incorporated 
In or outside British India, shall employ or be managed by a managing agent, or 
employ or be managed by any person — 

(a) whoso remuneration or part of whose remuneration takes the form of com- 
mission or of a share in the profits of the oompany, or 
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( b ) whose remuneration is on a soale disproportionate, according to the normal 
standards prevailing in banking business, to the resources of the company, or 

(c) who' is a director of any other company not being a subsidiary company of 
the hanking oompany, or 

( d ) who is engaged in any other business or vooation, or 

(e) who has a eontraot with the oompany for its management tor a period] 

exceeding five years at any one time : * 

Provided that the said period of five years shall, in relation to contracts 
subsisting on the 1st day of July, 1944, ho computed from that date ; 


Provided further that any oontraot with tire company tor its management 
may bo renewed or extended for a furl her period not exceeding five years at 
a time if and so often as the directors decide, subject in th > oase of a banking oompany 
Incorporate 1 in T idia, to s oh d >cisio i be , ng i pro edbylho ; harehoiilerH m gmeral 


meeting. 


(2) If any question ansos in auv particular ease whether remuneration is on a 
tioale disproportion'! to, according to the normal standards prevailing in banking 
business, to the resources of the company, the decision of the Reserve Bank thereon 
shall he final for all purposes. | 

12. Restrictions on commencement oi business and conditions for carrying on 

business. — ( /) Notwithstanding anything contained in section 103 of th e 
Indian Companies Act, 1913 (VII of 1913), no banking oompany whether i loor porated 
in or on hide Brilish T ilia, in exists o - on the 1st day of January, 1947, shall, after 
the expiry of three y ears from the commencement of this Aot or of such further perio 1 
not exceeding one year as the Reserve Bank, having regard to the interest of the de- 
positors of the company, may think fit in any particular case to allow, carry on 
business in British India, and no other banking oompany, whether incorporated in or 
Out- i 1 Briti.h In ii a, shall after the commencement of this Aot oommenoe or carry on 
business in British India, unless it has paid-up capital and reserves of an aggregate 
value not loss than, in the case of a banking company having its principal place of 
business elsewhere than in British India, fifteen lakhs <?f rupees plus, if it has any 
plaoe of business in Bombay City or Calcutta or both, five lakhB of rupees, or in any 
Other case, — . 

(i) if it has plaoes of business in more than one region, ten lakhs of rupees plus 
If it has any place of business in Bombay City or Calcutta or both, five lakhs of rupees 

(ii) if it has all its places of business in one region but not in one province, five 
lakhs of rupees plus, if it has any place of business in Bombay City or Caloutta 
five lakhs of rupees ; 

(in) if it has all its plaoes of business in ono provinoo and has no plaoe of business 
in Bombay City or Calcutta, one lakh of rupees in respect of its principal plaoe of 
business plus 10,000 rupees in respect of each other place of businoss in the district 
in which it has its principal place of business plus 25,000 rupees in respect of each 
place of business situated elsewhere in the province, so however that no banking 
oompany to which this clause applies shall he required tophave paid-up oapital and 
reserves exceeding an aggregate value of five lak h s of rupoos : 

Provided that a hanking company to which this olause applies and whioh has 
only one plaoo of business shall not be required to have paid-up oapital and reserves 
exoeeding an aggregate value of 50,000 tupees ; 

(iv) if it has all its plaoes of business in one provinoo and has one or more place 
of business in Bombay City or Caloutta, five lakhs of rupees plus 25,000 rupees in 
espeot of each place of business outside Bombay City or Calcutta, as the case may de 
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bo however that no banking oompany to which this clause applies shall he required 
to have paid-up capital and reserves exceeding an aggregate value of ten lakhs of 
rupees. 

Explanation 1 . — -In this sub-section “region” means an area served by a regis- 
ter of shareholders maintained under seotion 4 of the Reserve Bank of India Aot, 
1934 (II of 1934), and defined in entries I to IV of the First Sohedulo to that Aot. 

Explanation 2 . — For the purposes of this sub-seotion a place of business situated 
In a region or province other than that in whioh the prinoipal place of business of a 
banking company is situated shall, if it is not more than twenty-five miles distant 
from that prinoipal place of business, be deemed to- be situated within the same 
region or province, as the case may be, as that principal plaoe of business. 

Explanation <7. — In this sub-section and sub-section (3), “value” means 
the real or exchangeable value, and not the nominal value whioh may be shown 
in the books of the company concerned. 

(2) A baking o-unpa iy i roorporated elsewhere than in* India or 
the United Kingdom shall be deemed to have complied with the provisions 
of sub-section (1) only if it keeps deposited with the Reserve Bank an amount 
not less than the minimum aggregate value of paid-up capital and reserves 
required in its case under that sub-section either in cash or in unencumbered 
approved securities or partly in oash and partly' in suoh securities, and such amount 
shall, in th,.- i v -m of the company c asingfo- any r a ion to cary^on hanking 
business in Rricihh India, R- an at*. i of oht< oompany on wh ch the cla m i of all 
the or dii or . of dm oompany m British India shall bo a fi.s. phage, 

(3) No banking company, whether incorporated in or outside British India, 
if incorporated on or after the 15th day of January 1937, shall curry on business 
in British India unless it satisfies the following conditions, namely: — 

(a) that the subscribed capital of the company is not less than half the 
authorised capital, and the paid-up capital is not less than half the subs- 
cribed capital, and 

(b) that the capital of the company consists of ordinary shares only, or 
ordinary shnreB and such preference shares as may have been issued before 
the 1st day of July 1944 only, and 

fe\ that, subjeot to douse (d), the voting rights of all shareholders are 
strictly proportionate to rhe contribution made by the shareholder, whether 
a preference shareholder or an ordinary shareholder, to the paid-up capital of the 
company , and 

(d) that the voting rights of any one shareholder shall not exceed ten per cent, 
of the total voting rights of all the shareholders. 

(4) If any dispute arises in computing the aggregate value of the paid-up 
capital and reserves of any banking company, a determination thereof by the 
Reserve Bank shall be final for the purposes of this section, 

13. Restriction on commission, brokerage, discount, etc., on sale of shares. 

— Notwithstanding anything to the contrary in sections 105 and 105A of the 
Indian Companies Act, M)18 (VII of 1918), no banking company shnll pay out 
directly or indirectly by way of commission, brokage, discount or remunera- 
tion in any form in respect of any share issued by it, any amount exceeding 
in the aggregate two and one-half per cent, of the paid-up value of the said 
share. 

14. Prohibition of charge on unpaid capital. — No banking company shall 
create - * any charge upon any unpaid capital of the company, and any such 
charge shall be invalid. 
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16. Prohibition of prematura payment of dividend. —No banking company 
shall pay any dividend on its shares until all it i capitalised expenses (including 
preliminary expenses, organisation expenses, sharesclling commission, broker- 
age, amounts of losses incurred and any other item of expenditure not represented 
by tangible assets) have been completely written off. 

16. Prohibition Of common directors. — No banking company incorporated in 
India shall have as a director any person who is a director of another banking com 
pany. 

17. Reserve fund.- — Every banking company incorporated in India shall 
maintain a roserve fund, and shall, out of tho declared profits of each year and before 
any dividend in declared, t ansfer a sum equivalent to not less than twenty per 
cent, of such profits to tho reserve fund until tho amount of the said fund is equal 
to the paid-up capital. 

18. Cash reserve. — Every hanking compuny not being a scheduled bank 
shall maintain by way of cash reserve in cash with itself, or in an account 
opened with Ihe Reserve Bank, or partly in cash with itself and partly in suoh 
account, a sum equivalent to at least . wo per cent, of its time liabilities and five 
per oent. of its demand liabilities and shall file with the Roserve Bank before the 
fifteenth d ay of every month three copies of a statement of the amount so held on 
the Friday of eaoh week of the preceding month with particulars of its time and 
demand liabilities on each such Friday. 

19. Restriction on nature of subsidiary companies. — (I) A banking oompany 
shall not form any subsidiary company except a subsidiary company formed 
for one or more of the following purposes namely, the undertaking and execut- 
ing of trusts, the undertaking of the administration of estates as executor, 

trustee or otherwise, the p"oViding of safe deposit vaults or, with the nrevious 
pormhsion in writing of t ho Reservo Bank , such other purposes as are incidental to the 
business of banking. 

(2) Save as provided in sub-section (I), no banking company shall hold shares 
in any company, whether as pledgee, mortgagee or absolute owner, of an amount 
exceeding twenty per cent, of the paid-up share oapital of that oompany or twenty 
per cent, of its own paid-up share capital and reserves, whichever is less : 

Provided that a banking company shall not be liable for an inadvertent contra- 
vention of the provisions of this sub-section if it reports the contravention to the 
Reserve Bank without delay and if the contravention does not persist for a period 
■exceeding two months : 

Provided further that any banking oompany which is on the date of the com- 
mencement of this Act holding any shares in contravontion of the provisions of this 
sub-seotion shall not be liablo to any penalty therefor if it reports the matter without 
delay to the Roserve Bank and if it brings its holding of shares into conformity with 
the said provisions within such period, not exceeding two years, as the Reserve Bank 
may think fit to allow. 

( 3 ) Save as provided in sub section (/) and notwithstanding anything contained 
in sub-section (2), a banking company shall not, after the expiry of one year from the 
date of the commencement of this Act, hold shares, whether as plodgeo, mortgagee 
■ or absolute owner, in any oompany in Ihe management of which any managing direc- 
tor or manager of tho banking company is in any manner oonoornod or interested. 

20. Restrictions on loans and advances.- (?) Notwithstanding anything to th e 
contrary contained in section 54A of the Indian Coinpumes Act, 1918 (VII 
of 1918), no banking company shall make any loans or advances on the secu- 
rity of its own shares, or gran l unsecured loans or advances lo its directors or 
to firms or private companies in which it nr any of its directors is interested as 
partner, director or managing agent. 
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(2) Every banking company shall, before the close of the month succeeding that, 
to which the return relates, submit to the Reserve Rank a return in the prescribed 
form and manner, showing all unsecured loans and advances granted by it to com- 
panies, other than private companies, in which it or any of its directors is interested 
as director or managing agent. 

(3 ) If on examination of the returns submitted under sub-section (2) it appears 
to the Reserve Bank that any loams or advances referred to in that sub-section are 
being granted to the detriment of the interest of the depositors of tho banking com- 
pany, the Reserve Bank may by order in writing prohibit the banking company from 
making any such further loans or advances or impose such restrictions on the grant 
thereof as it thinks fit, and may by like order d beet the banking oompany to scour© 
the repayment of any suoh loan or advanco within such time as may be specified in 
tho order. 

21. Licensing of banking companies. — ( 1 ) Evwy b inking company in existence 
on the date of tho commencement of this Act, before tho expiry of six months 
from tho said date, and every other oompany, before commencing banking business 
in British India, shall apply in writing to the Reserve Bank for a licence under this 
seotion. 

(2) Exocpt that a banking company in existence on the oommonoemont of this 
Act may oontinue to oairy on banking business in British India until either it is 
granted a licence under this sootion or is by notice informed by the Reserve Bank that- 
a licence cannot be granted to it, no company shall commence or carry on hanking 
business in British India unless it holds a licence grunted by the Reserve Bank in 
such behalf : 

Provided that the Reserve Bank shall not give a notice as aforesaid to a banking 
oompany in existence on the 1st day of January 1947 before the expiry of the thro© 
years referred to in sub-section ( 1 ) of section 11! or of such further poriod as the Re- 
serve Bank may, under that sub-section, think fit to allow. 

( 3 ) Before granting any liccnoe under this section, the Reserve Bank 
may require to be satisfied by an inspection oi tUe booan of the company or 
otherwise that ah or anj oi the billowing condiluns arc fulfilled, namely: — 

( a ) that the company is in a position to pay its depositors in full as their 
claims accrue; 

(b) that the affairs of the company are not being conducted to the detriment 
of the interests of its depositors; 

(e) in .the case of a company incorporated elsewhere than in British India 
or the United Kingdom, that tho Government or law of the country in whioh 
it is incorporated does not discriminate in any way against hanking companies 
registered in British India, and that the company complice with all the provi- 
sions of this Act, applicable to banking companies incorporated outside British 
India. 

(4) The Reserve Bank may — 

(a) cancel any licence granted under this section where any of the conditions 
set out in sub-section (3) on the fulfilment of which it required to be satisfied 
when granting the licence ceases to be fulfilled, nr if the company ceases to 
carry on banking busmens in British India or goes into liquidation; 

(b) at any time after granting n licence under this section require that any 
of the said conditions on the fulfilment, of wh’ch it did not require to be satisfied 
when granting the licence shall be fulfilled to its s tisfaelion within such time 
as it tnny specify, and if the condition is not so fulffiled, cancel the licence. 

(J) Anv banking company aggrieved hv tho oancefiation of its licence under 
sub-section (4) mav appeal to the Central Government, and the decision of tho Central' 
Government on such appeal shall be final. 
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22. Restrictions on opening of new, and transfer of existing, places of business. — 

No banking company shall open a new plaoo of business or change, 
otherwise than within the same city, town or villago, the location of an existing place 
of business without obtaining the prior permission in writing of the Reserve Bank ; 
and before giving any such permission the Reserve Bank may recpiire to be satis- 
fied by an inspection under section 34 or otherwise as to the financial condition and 
history of the company, the general charaoter of its management, the adequacy of 
its capital structure and earning prospects and that public interest will be served by 
the opening or, as the case may be, change of location, of the place of business : 

Provided that nothing in this section shall apply to tho opening for a period not 
exceeding one month of a temporal place of business within a city, town or village 
or the environs thereof within which 1 lie hanking company already has a place of 
business for the purpose of affording hanking facilities to tho public on the occasion 
of an exhibition, conference or mela. 

Explanation. — For tho purposes of this section “place of business” includes 
any sub-office, pay-offioo, sub-pay-office and any place of business at which deposits 
are reoeived, cheques cashed or moneys lent. 

23. Maintenance of a percentage cf assets. — (2) After tho expiry of two 
years from the commencement of this Act, every banking company shall 
maintain in cash, gold or unencumbered approved securities valued at a price 
not exceeding the current market price an amount which shall not at the close 
of business on any day be less than twenty-. per cent, of the total of ite 
time and demand liabilities in British India. 

Explanation . — For the purposes of this section liabilities shall not include' 
the paid-up capital or the reserves or any credit balance in the profit and los» 
account of the company or the amount of any loan taken from the Reserve 
Bank. 

(3) In computing the amount for the purposes of sub-section (2), the 
deposit required under sub-section (2) of section 12 to be made with the 
Reserve Bank by a banking company incorp"omted elsowli e than in* 1, 
India or the United Kingdom and anv balance maintained by a company 
with the Reserve* Bank, including in the case of a scheduled bank the balance 
required under sub-section (2) of section 42 of the Beserve Bank of India Act, 
1984 (II of 1984), to be so maintained, shall be deemed to be cash maintained. 

(3) For the purpose of ensuring compliance with the provisions of this, 
section, every banking company shall, not later than fifteen days after the end 
of the month to which it relates, furnish to the Rescrve~Bank in the proscribed 
form and manner a monthly return showing particulars of its assets main- 
tained in accordance with this section, and its time and demand liabilities, 
at the close of business on each Friday during the month, or if any Friday 
is a public holiday under the Negotiable Instruments Act, 1881 (XVI of 1881), 
at the close of business on the precoding working day. 

24. Assets in British India. — (2) At the close of the last working day of 
every quarter the assets in British India of every banking company shall 
not be less than seventy-five per cent, of its time and demand liabilities in 
British India. 

(9) Fjvery banking company shall, within one month from the end of every 
quarter .submit, to the Reserve Bank a return in the prescribed form and manner 
of such assets and liabilities as at the close ot the last working day of the 
previous quarter. 

(3) For the purposes of this section, assets in British India shall he deemed 1 
to include such promissory notes, bills of exchange and securities as the 
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Reserve Bank is under the Reserve Bank of India Act, 1034 (II of 1984), 
empowered to purchase, discount or make advances against, and export, lulls 
drawn in India and expressed in such currencies as the Reserve Bank ma" 
from rime to time approve in this bohali. 

(4) In this section, “quarter” means a period of three months ending o” 
’the last day of March, June, September or December. 

25. Return of unclaimed deposits. Every banking company slmll, within 
thirty days after the close of each calendar year, submit a return in the pres- 
cribed form and manner to the Reserve Bank us at the end of such calendar 
year of all accounts in British India which have not been operated upon lor 
ten years, giving particulars oi the deposits standing to the credit of Men 
such account: 

Provided that in tho cuse oi moneys dejiosited for a fixed period the said 
term of ten years shall bo reckoned from the date of the expiry of such fixeu 
, period. 

26. Monthly returns and power to call for other returns and information. — 

(2) Every banking company shall before the close of the month succeeding 
that towhich it relates submit to Ihe Reserve Bunk a return in the prescribed 
form and manner showing its assets and liabilities in British India ns u! the 
close of business on the last Friday of every month or if that Friday is a 
public holiday under the Nogotiable Instruments Act, 1881 (XVI of 1881), at 
the close of business on the preceding working day. 

(2) The Reserve Bank may require a banking company at any time to 
furnish it with statements and information relating to its own business, and without 

prejudice to the generality of the foregoing power, may call for information 
every half-year regarding the classification of advances and investments of 
banking companies in respect of industry, commerce and agriculture. 

28. Accounts and balance-sheet — -(2) At the expiration of each calendar 
the public interest so to do, may publish any information obtained by it under 
aeotiou 26 in suoh consolidated form aB it thinks fit. 

28. Accounts and balance-sheet. — (2) At t,ho expiration of each oalendn 
year every banking company incorporated in British India, in respect of all 
business transacted by it, and every hanking company incorporated outside 
British India , ******* in, respect of all business transacted through its branches in 
British India, shall prepare with reference to that year a balance-shoet and profit 
and loss account as on the last working day of the year in the Forms set out in the 
Sohedule or as near thereto as circumstances admit : 

I Provided that in the oase of a banking company incorporated outside British 
India, the profit and loss account may ho prepared as on a date not earlier than two 
months before tho last working day of the year. 

(y) The balance-sheet and profit ftnd loss account shall be signed — 

(a) in the case of a banking company incorporated in British India, by the 
manager or the principal officer of the company and where there are more 
than three directors of the company, by at least three of those directors, or 
where there are not more than three directors, by all the directors, and 

( b ) in the case of a banking company incorporated outside British India, 
by the manager or agent of the principal office of "the company in British 
India. 

(3) Notwithstanding that the balance-sheet, of a banking company is under 
sub-section (2) required to be prepared in a form other thun the form marked 
F in tin Third Schedule to the Indian Companies Act, 1013 (VTT of 1923), 
t he requiremen ts of that Act relating to the balance-sheet and profit and los s 
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account of a company shall, in so far as they are not inconsistent with thi* 
Act, apply to the balance-sheet or profit and loss account, as the case may be* 
of a banking company. 

29. Audit. — (1) The balanoe-sheet and profit and loss account prepared in 
accordance with section 28^ shall be audited — 

(a) in the ease of a banking company incorporated in British India, by an 
auditor holding a certificate under section 144 of the Indian Companies Acl^ 
1918 (VU of 1018), entitling him to act as an auditor of companies ; 

(b) in the case of a hanking company incorporated outside British India, 
either by such an auditor as aforesaid, or by a person duly qualified to be an 
auditor under the law of the country in which the company is incorporated 1 . 

(8) The auditor shall have the powers of, exercise the functions vested in, 
and discharge the duties and be subject to the liabilities and penalties imposed 
on, auditors of companies by section 145 of the aforesaid Act. 

(3) In addition to the matters which under the aforesaid aot tho auditor is re- 
quired to stato in his report, ho shall, in the caso of a banking company incorporated 
in British India, stato in his report, — • 

(a) whether or not tho information and explanations required by him have been 
found to bo satisfactory ; 

(b) whethor or not tbe transactions of the company which have some to his 
notice have boon within the powers of the company ; 

(c) whether or not the returns received from branch offices of tho company have 
been found adequate for the purposes of his audit ; 

( d ) whethor the profit and loss account shows a truo balance of profit and loss for 
the period covered by such account ; 

(e) any other mattor which be considers Bhould be brought to the notice of the 
shareholders of the company. 

30. Submission of returns. — The accounts and balance-sheet referred to in 
section 28 together with the auditor’s report shall be published in the prescribed 
mannor, and three copies thereof shall be furnished as returns to the Reserve 
Bank within three months from the end of the period to which they refer: 

Provided that the Reserve Bank may in any case extend the said 
period of three months tor the furnishing of such returns by a further period, 
not exceeding three months. 

31. Copies of balance-sheets and accounts to be sent to registrar.— (7) Where 

a banking company in any year furnishes its balance-sheet and accounts in 
accordance with the provisions of section 30, it may, or when it is a a private 
comparny aH defined in the Indian Companies Act, 1913 (VII of 1918), shall, 
at the same time send to the registrar three copies of such balanoe-sheet and 
accounts and of the auditor’s report, aud where such copies are so sent, it 
shall not be necessary for the company, to file copies of the balance sheet and 
accounts with the registrar as required by sub-Rection (I) of section 184 of the- 
Baid Act, and such copies so sent shall be chargeable with the same fees and 
shall be dealt with in all respects as if they were filed in accordance with that 
section. 

(2) When in pursuance of sub-section (2) of section 26 the Reserve Bank 
requires any additional statement or information in connection with the balanoe- 
sheet and accounts furnished to under section 30, tho banking company shall 
when supplying such statement or information, send a copy thereof to tho 

registrar. 

32. Display of audited balance-sheet by companies incorporated outside 

British India. — Every banking company incorporated outside British India 
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« * * * * shall, not later than the first Monday in August of any year 

In which ii, carries on bunsiness in British India, display in a conspicuous place in 
Its prinoipal ollico and in overy branch office in British India a copy of its last 
audited balanoe-sheet and profit and loss account prepared under sootion 28, and 
shall keep the copy so displayed until replaced by a copy of the subsequent balance- 
sheet and profit and loss aooount so prepared; and every suoh banking oompany 
•hall display in like minn-r copies of its cornpl no audited balance-sheer and profit 
and loss account n 1 it mg io ns banking busmens rb soon as they are avail iblc and 
•hall keep the oop.es so displ iyad until oopi w of suoh sub iequ ’a, aoaou.i ,b are 
available. 

33. Accounting provisions of this Act not retrospective.— Nothing in this 
Act shall aonlv l/> the preparation of accounts by a banking company and the 
audit ann nuoiuiBmon tnereof in respect of any accounting year which haB ex- 
pired prior to the commencement of this Act, and notwithstanding the other 
provisions ot this Act, such accounts shall be prepared, audited and submitted 
in accordance with the law in force immediately before the commencement of 
this Aot. 

84 . Inspection.— (I) Notwithstanding anything to the contrary contained in 
section 138 of the Indian Companies Act, 1913 (VII of 1913), tho Reserve Bank at 
any time may, and on being directed so to do by the Central Government shall, cause 
an inspection to be made by one or moro of its officers of any banking company and its 
books and accounts; and tho Roktvo Bank shall supply to tho banking company a 
oopy of its report on such an inspection. 

'S) It shall bo the duty of every director or other officer of the banking 
oompany to produce to any officer m 'king an inspection under sub-Beotion ( 1 ) all 
such buyers, accounts and other documents in his custody or power lelating to e 
affairs of the banking company as tho said offiO' r may require of him. 

(/I) Any person making an inspection under sub-seotion (1) rnsy examine on 
oath any director or other officer of the banking company in relation to its 
business, and may administer an oath accordingly. 

(4) The Reserve Bank shall, if it has been direoted by the Central Government 
to can ee an inspection to be made, and may in any other case, report to the Central 
Government on any inspection made undor thiB seotion, and the Contral Government, 
If it la of opinion aftor considering the report that the affaire of the banking company 
are being conducted to the detriment of tho interest of its depositors, may give the 
banking oompany an opportunity of making a representation in connection with 
the report, and may, whether or not it gives the banking company suck opportu- 
nity as aforesaid, by order in writing 

(<*» prohibit the banking oompany from receiving freak deposits ; 

(6) direct the Reserve Bank to apply under section 37 for the winding tip of the 
banking company : 

Provided that the Central Govommont may defer for a period not exceeding six 
months the yaeaing of an order under this sub-section, or canoel or modify any euoh 
order, upon such terms and conditions as it may think fit to impose. 

(5) The Central Government may, after giving reasonable notice to the 
Banking company, publish the report submitted by the Reserve B&nk or suoh 
psrVio* thereof as may appear neoessary. 

38. Farther powers and functions of Reserve Bank.— (I) The Reserve Bank 

may — 

(<*J caution banking companies generally or any particular banking company 
against entering into any particular transaction or class of transaction, and 
generally give advice to any banking company ; 
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(b) o\ request of the companies conoero d a id subject to the proviso is o^sootion 
44, assist a> i it' rmediary or othorwise, in proposa'a for the ama'ga T naio i of hank- 
irg companies ; 

(c) give assistance to any banking company by means of the grant of a loan or 
advance to it under clauso ( 3 ) of section 18 of the Reserve Bank of India Act, 1934 
(II of 1934); 

(d) after a banking company has been inspected under section 34, by order in 
writing require the company, — 

(if to oall a meeting of its directors for the pnrposo of considering matters aris- 
ing. out of such inspection or of meeting an ofheor of the Reserve Bank to disouse 
suoh matters ; 

(it) to make, wit 1 in such time as may bo specified in tho order, such changes 
in its management as the Reserve Rank raav consider necessary in consequence of 
the state of affairs disclosed by the inspection. 

(2) The Reserv i Bank shall mako an annual report to the Central Government 
on tie tr>) d and pi ogress of banicing in the country, with particular leforence o its 
aotiviti -s under o ause(2) of section 17 of the Reseivo Bank of India Act, 1934, 
i.iob'di, g in such report its suggestions, if any, for tho strengthening of banki >g 
busmens throughout the country. 

(3) Ti ie Reserve Bank shall appoint such staff at such places as it considers 
nocoR, ay for the scrutiny of the returns, statements and information furnished by 
ba kn g companies under this Act, and generally to ensure the efficient performance 
of ius functions under this Act. 

PART III 

Suspension of business and winding up of Banking companies 

36. Suspension of business. — ( 1 ) The Court may on the application of a 
banking company which is temporarily unable to meet its obligations make an 
order (a. copy of wiii h h shall oause to b ’ fo'w ird d o tire Rrem vc Bank) staying tho 
commencement or continuance of all aotions and proceedings against tho company 
for a fixed period of time on such terms and condu ions as it shall think fit and proper, 
and may from time to time extend the period up to a total period not exoo ding six 
months in all, 

(9) No such application shall be maintainable unless it is accompanied by 
a report of the Reserve Bank indicating that in the opinion of the Reserve 
Bank the banking company will be able to pay its debts if the application in 
granted : 

Provided that the Court may, for sufficient reasons, grant relief under this 
sec'n i even if the application is not accompanied by such report. 

* >■ Winding up by Court.— (2) Without prejudice to the provisions contain 
<1 u section 162 or section 271 of the Indian Companies Act, 1918 (VII of 
. ), and without prejudice to its powers under section 86) the Court shall 
' ■ r the winding up of a bunking company if it is unable to pay its debts and 

iliij Oour shall also order the winding up of a banking company if the Reserve 
Bank * * ^applies in this behalf to the Court. 

******** 

(2) The Reserve Bank may make an application under this seotion only If 
it is directed so to do by order under clause (o) of sub-seotion (4) of section 34 or if 
the banking company has failed to oomply within due time with the demand contained 
in, a notice under sub-section (5) of section 45. 

(3) Without prejudice to the provisions contained in section 163 of the Indian 
oompa ies Act, 1013, a banking oompany shall be deemed to be unable to pay It 9 
debts if it has refused to mist any lawful demand for payment mads at any of it 9 
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offices or branches within two working days if snoh demand is made at a 
place where there is an offioe, branoh or agenoy of the Reserve Bank, or within five 
working days if such demand is made elsewhere, and if the Reserve Bank certifies 
in writing that the banking company is unable to pay its debtB. 

(4) A copy of every application by the Reserve Bank under sub-section ( 1\ 
shair be sent by the Reserve Bank to the registrar. 

88. Reserve Bank to be official liquidator. — Notwithstanding anything to the 
oonGaiy oontained in section 176 of the Indian Companies Act, 1918 (VII of 
1913), the Reserve Bank shall be appointed as the official liquidator in relation 
to the winding up by Court of a banking company. 

89 . Stay of proceedings. — Notwithstanding anything to the contrary con- 
tained in section 178 of the Indian “Companies Act ; 1919 (VTI of 1018), the 
Court shall not make any order staying the proceedings in relation to the wind- 
ing up of a banking company, unless the Court is satisfied that an arrange- 
ment has been made whereby the company cau pay its depositors in full os 
their claims accrue. 

40. Report of liquidator. — Notwithstanding anything to the contrary con. 
tained in section 177B of the Indian Companies Act, 1913 (VIl of 1918), where 
a winding up order is made in respect of a bauking company, the official liqui- 
dator Rhall submit a preliminary report to the Court within two months from 
the date of the order giving the information required by that section so far as 
R is available to him, to enable the Court to order the payment of a preliminary 
dividend if sufficient, assets are available. 

41. Power to dispense with meetings of creditors, etc.- — Notwithstanding 
anything to the contrary contained in seotions 178A and 188 of the Indian 
Companies Act, 1913 (VII of 1313), the Court may in the proceedings for wind- 
ing up a banking company dispense with any meetings of creditors or contri- 
butories or with the appointment of a committee of inspection if it considers 
that no object will be secured thereby sufficient io justify the delay and expense. 

42. Booked depositors’ credits to be deemed proved. — Notwithstanding any. 

thing to the contrary oontained in section 191 of the Indian Companies Act, 
1913 (VII of 1913), the Court shall rresurn > that the amounts shown in the books 
of a banking company as standing to the credit of depositors are proved without 
requiring further proof from the depositors concerned unloss the official liquida- 
tor shows that there is reason for doubting any particular entry. 

43. Restriction on voluntary winding up.— Notwithstanding anything to the 
contrary contained in section 208 of the Indian Companies Act, 1918 (VH of 
1913)no banking company whi k bo'd, a licence granted undor seolion 21 may be volun 
tardy wound up unloss tho Rebel ve Bank certifies in writing that the company is 
able to pay in full all its debts to its creditors as they accrue, and without prejudice 
to the provisions contained in sections 218 and 220 of that Aot, the Court shall, 
on the application of tho Reserve Bank, order the winding up of the company by tho 
Court if at any stage during the voluntary -winding up proceedings tho company is not 
able to meet suoh debts us they aoorue. 

44. Restriction on amalgamation, etc. — ( 1 ) Notwithstanding anything to the 

contrary in section 153A of the Indian Companies Act, 1919 (VII of 1918), no 
banking company shall, except with the previous consent in writing of the 
Reserve. Bank, amalgamate or enter into any scheme of arrangement or re- 
construction with any other banking company. 

(2) The Reserve Bank shall not give its consent to any amalgamation or 
gohora i an aforesaid unless it is reasonably satisfied that after the amalgamation 
or scheme is pin into operation all the debts of the banking oorapanics oonoe rn 
can be paid us they fall due. 
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PART TV 
Miscellaneous 

46. Penalties. — ( 1 ) Whoever in any return, balance-sheet or other document 

requited by or under or for the purposes of Rny provision of this Act, wilfully 
makes a statement false in any material particular, knowing it to be false, 
nr wilfully omLs to make a material m atomeut, shall he punishable with imprisonment 
for a term which may extend to three years and shall also he liable to fine. 

(2) If any person refuses to produce any book, account or other document 
whioh under sub -section (2) of section 34 it is bis duty to produce or to answer 
any question relating to the business of a banking company which he is asked 
by a n officer making an inspection under that soction, he shall be liable to a fine 
which may extend to five hundred rupees in respect of eaoh offoneG, and if ho persist* 1 
in suoh refusal, to a further fine which may extend to fifty rupees for every day diming 
whioh the offenoe continues. 

(3) If any deposits are received by a banking company in contravention of 
an ordor under clause (a) of sub-seotion (i) of section 34, every director or other 
offioer of the banking company, unless ho proves that the contravention took 
place without his knowledge or that he exercised all due diligence to prevent it, 
shall be deemed to be guilty of such contravention and shall be punishable with 
a fine which may extend to twice the amount of the deposits so received. 

(4) If any other provision of this Act is contravened, or if any default U 
made in complying with any requirement of or made under this Act, every 
direotor and other officer of the bonking company who is knowingly a party to 
the contravention or default shall be punishable with a fine not exceeding five 
hundred rupees, and where the contravention or default is a continuing one 
with a further fine not exceeding fifty rupees for every day during which it 
continues. 

(5) Without prejudice to the provisions of sub-section (4), if any banking 
company fails to oomply with the provisions of section 23 or section 24, the Reserve 
Bank shall by notice in writing mako a demand to the hanking company to oomply 
with the said provisions within thirty days from the receipt of the notice, and if 
the banking oompany fails so to do, thn Reserve Bank may apply under scotion 37 
for the winding up of the banking company. 

40. Cognizance of offences. — No Court shall take cognizance of any offenoe 
punishable under soction 46 except upon complaint in writing made by an offioer 
of the Reserve Bank generally or specially authorised in writing in this behalf by 
the Reserve Bank, and no Court inferior to that of a Presidency Magistrate or a 
Magistrate of the first class shall try any such offenoe. 

47. Application of fines.— A Court imposing any fine under this Act may 
direct that the whole or any part thereof shall be applied in or towards payment 
of the costs of the proceedings, or in or towards the rewarding of the person 
on whose information the fine is recovered. 

48. Special provisions for private banking companies. — The exemptions, whether 
express or implied, in favour of a private company in sections 17, 77, 83B, 86H, DIB 
and 91D and sub-soction (6) of section 144 of the Indian Companies Act, 1913 (VII 
1913) shall not operate in favour of a private oompany whioh is a banking company, 

49. Certain claims for compensation barred. — No person shall have any right 
whether in contract or otherwise to any compensation for any Iosr i nonrred by reason 
of the operation of any provision of scci ions 1 1 and 1 6 or by reason of tho compliance 
of a banking company with any ordor given to it uiidor sub-clause ( ii ) of olauso (d) 
of sub-seotion (I) of seotion 35. 
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50. Application of certain provisions to the Imperial Bank o£ India. -Without 

prejudice to the provisions of the Imporial Bank of India Act, 1 920 (XLV1I of 1920), 
the provisions of sections 11, 1 3 to 17, 19, 20, 22 to 30, 33, 34, 30 to 47, 49 and 51 
shall so far as may he apply to and in relation to the Imperial Bank of India as they 
apply to and in relation to other hanking companies. 

51. Power o£ Central Government to make rules. — (1) The Central Govern- 
ment may, aftor consultation with the Reserve Bank, make rules not inconsistent 
with this Act to provide for all matters for which provision is necessary or expedient 
for the purpose of giving offeot to the provisions of this Act. 

(S’) In particular, and without prejudice to the generality of the foregoing 
power, such rules may provide for the details to be included in the returns re- 
quired by this Act and the manner in which such returns shall be submitted- 

(3) All rules made under this section shall be published in the official 
Gazette and shall be subject to the condition of proviouB publication, and the 
date to be specified under clause (3) of section 28 of the General Clauses Act, 
1897 (X of 1897), shall not be less than six months from the date on which the 
draft of the proposed rules was published. 

52. Amendment oi section 17, Act II of 1934.— In Reel ion 17 of the Reserve 
Bank of India Act, 1984, to clause (ISA) the following shall be added, namely: — 

“ and under th« Banking Companies Act, 1947,*’ 

53. Amendment of section 18, Act II of 1934.- To clause (3) of section 18 of 
the Reserve Bank of India Act, 1934, the following shall he addod, namely : — 

“or, when the loan or advatico is made to a banking oompany (as defined in the 
Banking Companies Act, 1947), against such other form of security as the Bank may 
oonsider sufficient 

64. Amendment of section 42, Act II of 1934. — For Bub-section (6) of section 
42 of the Reserve Bank of India Act, 1984, the following sub-sections Bhall be 
substituted, namely: — 

“(6) The Bank skull, save as hereinafter provided, by notification in the 
Gazette of India, — 

(a) direct the inclusion in the Second Schedule of any bank not already so 
included which carries on the business of banking in British India und which — 

(i) has a paid-up capital and reserves of an aggregate value of not less than 
five lakhs of rupees, and 

(ti) satisfies the Bank that its affairs are not being conducted in a manner 
detrimental to the interests of its depositors, and 

(Hi) is a company as defined in clause (8) of section 2 of the Indian Companies 
Act, 1913, or a corporation or a company incorporated by or under any law in force 
in any plaoe outside British India ; 

(b) direct the exclusion from that Schedule of any scheduled bank, — 

(i) the aggregate value of whose paid-up capital and reserves becomes at any 
timo less than five lakhs of rupees, or 

(ii) which is, in the opinion of the Bank after making an inspection under 
section 34 of the Banking Companies Act, 1947 conducting its affairs to the detriment 
of the interests of its depositors, or 

(iii) which goes into liquidation or otherwise ceases to carry on banking 
business : 

Provided that the Bank may on application of the scheduled bank concerned 
and subject to such conditions, if any, us it may impose, defer the making of a 
direction under sub-cluuse (i) or sub-clause (ii) of clause (b) for such period as 
the Bank considers reasonable to give the scheduled bank an opportunity oi 
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increasing the aggregate value of its paid-up oapital and reserves to not leB* 
than five lakhs ot rupees or, as the ouse may be, of removing the defects in the 
Conduct of its affairs. 

(7) In sub-section (6) the expression ‘value’ means the real or exchangeable 
value and not the nominal value which may be shown in the books of the bank, 
concerned; and if any dispute arises in computing the aggregate value of the 
paid-up oapital and reserves of a bank, a determination thereof by the Bank 
shall be final for the purposes of that sub-section.” 

65. Repeals. — (1) All the provisions contained in Part XA of the Indian 
Companies Act, 1918 (VII of 1913), are hereby repealed. 

(2) The Banking Companies (Inspection) Ordinance, 1946 (TV of 1946). 
and the Banking Companies (Restfictip rof Branches) Aot, 1046 (XXVII of 1946), am 
hereby repealed. 


THE SCHEDULE 
(See Seotion 28) 

FORM A 

Form of balance-sheet 

Bank 1 td 

Balance-sheet as at htcemler 

CAPITAL AND LIABILITIES PROPERTY * ASSISTS 


Rs. Ai, Fi. R1.A4.Pfl. 

CAPITAL («)— 

Authored Capital Shares 

of Rb. ...... each . # 


Ri. A4, Ps. Rs. A*. 

Oabh: 

In band and with Reserve 
Bank (laoludlng foreign 
currency notes) . , 


Issued Capital Shares of 

R« each , 

Subscribed Capital Shares 

of Re each . 


Balances with other Banks 
(showing whether on de- 
posit or current aooount) 
(i) In British India 
(tf) outside British India 


Amount Oftlled up at Rb. ...... 

per flhftro 
Less oallfl unpaid 

Add forfeited shares . , 

BSBBltvU Fum> (6) 

D1P0BIT8 <fc Othbr 
ACCOUNTS : , 

Mied Deposits . . . 

Savings Bank Deposits 
Current Accounts and con- 
tingency (unadjusted) ac- 
counts , 


Borrowings from other Banks, 
Agents, cto. 

«) In British India . 


<«) outaldo British India , 
Particulars *. 

(0 Secured (stating the 
nature of socurlty) , 


(«) Unsecured . 


Moitbt at Call and Short 

NOTIUB .... 

Bfllh Discounted («) 

(Other than Treasury Bills 
of the Central and Pro- 
vincial Governments) 

(<) Payable In British India 
(4i) Payable outside British 
India .... 


Investments (stating mode 
of valuation. i.c., oost 
or market value) whichever 
Is lower (6) 

(I) Government of India and 
Trustee Securities Includ- 
ing Treasury Bills of Gov- 
ernment of India and 
Provincial Oovemmenta 
(ii) shares (classifying into 
preference, ordinary, deferr^ 
ed an 1 othor classes of sha- 
re a anti s howing separately 
shares fully paid up and 
partly paid up) . 

(lii) Debentures or Bonds 
«») Other Investments (to be 
^lasslfb-d under proper 


(v) Gold 


Bills payable 

Bills for collection being bills 
receivable as par contra . 


Loans, Advance, Cash 
Credits and overdrafts 
( other than bad a id doubt- 
f ul debts for wh ch provi- 
sion hm been mado to the 
satisfaction of the audit is) 


Ffl, 
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payable In British India 
payable outside British 
idi* , . , . 


Other liabilities (to be speci- 
fied) (e) . . , 

Acceptances, endorsement* 
and other obligation* jw 

sontra. 


P mom aim Lom : 

Balance a* per previous 
Balance-sheet . . , 

Lhm appropriation thoreof . 
Balance brought forward 
Profit since I ant Balance- 
sheet .... 

0 0 BTTI SOB ITT LUmUTIHfl (<|) 


(() In British India 

(«) outside British India . 

Particular! : 

(0 Debt* considered good In 
respect of which the bank 
Is fully seemed 

({<) Debts oonflldered good for 
which the bank holds no 
other security than the 
debtors personal security . 


scoured 

by the 

personal 

Hub IMe! of ouo 

or more 

parties In addlMon 

to the 

personal 

security 

of the 


debtors 

(f?) Debts considered doubt- 
ful or bad not provided for - 
(«) Debts due by directors 
or officers of tho bank or 
any of them either sevcral- 
lv or Jointly with any 
other persons 

(sO Debts due by companies or 
firms In which the direc- 
tors of the bank aro interes- 
ted as directors, partners or 
managing agent* or in the 
ense of private companies, 
as members . 

(trti) Maximum total amount of 
loans, including temporary 
advances made at any time 
during thi* vear to directors 
or ?nanaK0rs >t officers nf 
the company, 

(rlii) Maximum U tal amount 
of lo 4 ns . Including temporary 
advantes granted during 
the year to the companies 
or firms in whioh the direc- 
tors of the bank are inter 
ested as directors, part- 
ners or managing agents 
Or In the nunc of private 
companies, an members . 

(<*) Due from banks 

Bills for collection being bill! 
reoelveable asjw oontra, 

(f) payable la British India 
(«) payable outalde British 
India . 


Acceptances, endorsements 
and other obligations par 


Premises less depreciation (g) 
Furniture and Fixtures less 



(to be specified) (A) 
Non-banking assofcs acquired 
Id satisfaction of claims 
(stating mode of valuation, (i) 
PflOEIT AJTD Loss 


Total . total . 


< a) Capital ', — 


NOTES 




., The various classes of capital, If any, should be distinguished. 

U) Shares Issued ua fully paid-up pursuant to auy contract without payments being received In cash should 
be stated separately. 


(iii) Where olroumstanoos permit, Issued and subscribed capital and amount called up may be shown as on* 
Item, t.0; Issued auu Subscribed Capital. . . .Shares ot Rs paid up. 

(fa) In the case of banking companies Incontorated outside India, the amount of deposit kept with the 
Reserve Batik of India undor suh-seotion (3) of section lit of the Banking Companies Aot, HM7 should 
he shown undor this head ; the amount however should not be extondod to the outer column. 

( b ) The reserve fund maintained by * * * KCotfon 1 7 of tho said Act should be shown separately, 

(0) Under this headlnu ure to be Included such Items as 1 lie following, to be shown under separate beading suit* 

3 W T desorlbed ; pension or Insurance fluids, uno'almed dividends, advance paj ments and unexplred discounts llabl- 
ties to subsidiary companies and. any other UubilKieSa 

(<*) These should bo classified under tlio following categories ; — 

JO (Jilnui against the banking oompuny not acknowledged as debt*. 

(W) Money for vvidoh the bank is contingently liable showing separately the amount of any guarantee giy* n 
by the bunking company on behalf of director! or officers. 
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(iii) Arrears of ouraulatlv* preferenoe dividend*. 

(fcj Liability on Bill* of Exchange redlsoounted. 

(t») Liability on account of outstanding Forward Exchange Contract*. 

(«) Particulars as u idor 11 Loans, Advances, Cash Credits and Overdrafts ' 
heading. " 


are to be shown under thl 1 


(f) Whore any other mode of valuation 1* adopted 1 1 Bhall be oloarly atated, and the market valne shall be 
g iven. Where there la no market value, it 1* to be clearly so stated - *" ~ 

(p) Bant premises wholly or partly oooupled for tho purposes of businos* should be shown against " Premise* .tall* 
depredation.” In the case of fixed capital expcndlturo, the original ooet, and addition* theroto and deduotlon* there- 
from during the year should bo stated, as also the total depreciation written off. Where Bum* have been written off 
on a reduotlon of capital or revaluation of assets, every balance-sheet after the lint baton oe-slieet subsequent w the 
reduction or revaluation should show the reduced figures with the date and amount of the reduction made, F nr nit arc , 
fixtures a id other assets whloh have been oomplctely writt en off need not be shown In the balanac-theet« 

(A) U nder this heading may be Included suoh Items as the following, wldohmuBt be *hown tinder heading* iUltably 
described preliminary, formation and organisation expenses, development expenditure, commission and brokerage on 
shares, interest accrued on investments but not collected, Investments In shares of subsidiary companies and A Mj 
other assets. 


«) Value shown shah in no oase exoeed market value. 


FORM B 

Form of Profit and Loss Account 

Profit and Loss Account for the year ended December 


EXPENDITURE 


Intenwt paid on depoult, . , 

Salad™ and Allowanoo, (thawing adpftratoly H, la - 
do, and allowanea, to managing director or 
manager. 

Directin' Fee, and allowanom 

Loo,! Oomrnlttw member,' fee, and allowanc e. 

Provident Fund 

Inooma-tai, Corporation tat, or jrorlaloiii therefor 
Rent, othtr Taxet, Inauranoe, Lighting^ eio. ! 

Law Charge, ... 

Poatage,. • Telegram, and Stamp, 

Auditor,' Fee, 

Depreciation and Bank*, Property 
Repair, to Bank 1 , Property 
Stationery, Printing, Adverttoement, etc. 

Lom from Mil, of or dealing with n on-ban klnB met. 
Other llxpenSH! r, i ! . 7 

Balanoe of Profit . .... 


INCOME (LB8B PROVISI ON MADE 
DURING THB YRARF&RBAfiAHD 
DOUB f PPL DBBT5)7 
Intere«t and BTe'oount. 

CommlMlon, Exchange and Brokerage 


Rente. 

Trannfer from oontlngenolea aooount 

Profit made on tale • • of Investment*, 

gold and ellver, land, premlM, and othe r 
aeaeta. 

Profit, made on revaluation of lmreetmenta, 
gold and allver, land, premuea and Other 
ameta 

Inoome from non-banking ameti, and profit 
from aale of or dealing with ,ueh auet,. 

Other reoelpt, . < . 

Lou (if any) • 


TOTAL . 


Total . 


The following Report of the Select r’omniittee on the Bill to confer for a 
limited period special powers for regulat ng the transport of goods on railways, 
was presented to the Legislative Assembly on the 17th February, 1047: — 

We, the undersigned, members of the Select Committee to which the Bill 
to ooofor for a limited was referred, have considered the Bill 

C i0d r XiAt a irg P0W tfc 1 and have now the honour t0 submit this 

tremgpoit of pood - on our Report, with the Bill as amended by us 

railways. 

annexed thereto. 

Ll t. i 

With its limited Schedule this Bill will narrow considerably the range of 
control now exercisable under the continued Defence of Indi i Rule whioh the 
Bill is designed to replaoe, and we feel some apprehension as to whether existing 
conditions are such as to justify so substantial a reduction of oontrol. While 
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therefore we propose to retain the Schedule as drafted with only i few small 
modifications, we consider that Government should have the power, by way 
of amending the Schedule, to modify the extent of control to meet conditions 
as they develops. We propose the addition of a clause conferring this power. 

2. The Bill was published Li Part V o! the Gazette of Iidia, dated the 
25th January, 1947. 

3. We think that the Bill haj not been so altered as to require republration 
and wo recommend that it bo passed as now amended. 


J. N. MANDAL. 

JOHN MATTHAI. 

M. A. F. HIRTZEL. 

SRI PRAKASA. 

D. P. KARMARKAR 
JAGANNATH DAS. 
BALKRISHNA SHARMA. 
MOHD. YAMIN KHAN. 

New Delhi ; MANGAL SINGH. 


The. 17th February, 1947. 


L. A. Bill No. 2 ox 1947, 

(Bill as amended by the Seleot Committee) 

W orda underlined or sidelined indicate the amendments suggested by the Committe*. 

J Bill to confer for a limited period special powers for 
regulating the transport of goods on railways, 

Wheebas it is expedient to oonfer for a limited 
period special powers for regulating the transport of 
goods on railways ; 

It is hereby enacted as follows : — 


Short title, extent, 
0 ommenoemo at. 
and duration. 


1. (I) This Act may be called the Railways (Trans- 
port of Goods) Act, 1 947. 


(2) It extends to the whole of British India. 


(3) It shall come into force on the 25th day of 
March 1947, and shall remain in force for one year 
only. 


Interpretation. 2. (1) III this Act, — 

(a) “ Chief Commissioner ” means the 
Chief Commissioner of a Chief Commissioner’s 
Province ; 

(b) “ grains and pulses ” means bajree, 
barley, boans, blaok gram, chowlee seeds, 
chuni, dry cow-peas, dhall, gram, parohod 
gram, horse gram, Indian corn, jowari, kara- 
mony, khesari, moony, mussoor , mutt, oats, 
oorid, paddy, peas, raggi, rajgeera, rice (in- 
cluding beaten or pounded rice), common 
sago, sun-dried tapioca, toor and wheat ; 

(c) “ railway administration ” has the 
meaning assigned to it in the Indian Rail- jx of 1890 . 
ways Aot, J 890. 
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(2) For the purposes of this Aot the transport of 
goods shah bo doomed to be sponsored only if such 
transport — 

(i a ) i i required on the written demand 
of, or 

( b ) is in accordance with any programm 6 
of transport drawn up in writing by, or 

-*-» 

(c) is certified in this behalf on the con- 
signment note relating to the goods by — 

the Central Government, a Provincial Government, 
a Chief Commissioner or tho Government of an Indian 
State, or any person authorised in writing in this be- 
half by any such Government as aforesaid or by a 
Chief Commissioner, 


3 . The Central Government or any person autho- pow»r to glva- 
rised in this behalf by the Central Government by lireotlaas Ln- 
notifioation in the official Gazette may, by general or pgard 


speoial order, direct any railway administration — 


transport of gooda- 
by rathrsyt . 


(a) to give special facilities or preference for the 
transport of any of the goods specified in the second 
oolumn of tho Sohedule, subject to oomplianoe with 
the conditions, if any, set out in tho corresponding 
entry in the third oolumn of the Schedule, or 


( b ) to rofuse to oarry such goods or classes of goods 
as may be specified in the order, either absolutely or 
between places so specified. 


4. Notwithstanding anything to the contrary DireoMona to b* 
IX of 1890. contained in uhe Indian Railways Aot, 1890, every complied with, 
railway administration shall bo hound to comply with 
any direction given to it under section 3. 


6. No suit or other legal proceedings shall lie protooMon of 
against tho Crown or any railway administration or action token, 
any person for any damage caused oi likely to be caused 
in oonsequence of any direction issued under section 
3 or of the compliance of any railway administration 
therewith, nor shall any railway administration have 
any liability, whether under the Indian Railways Aot, 

IS of 18 90.ig))p f or otherwise, by reason only of its compliance 
with any such direction 


0. The Central Government may from time to time Power to amend) 
by notificatioi in the official Gazette amend the Sohe- Sohedule. 
dule so as to include them t goods of other descriptions 
or exclude therefrom goods of a ty description or vary 
in respect of any description of goods tho oo t ditions set 
out in the third column of the Schedule ; aid there- 
upon the Sohedule shall have effect as if it had beer. 

8o enaoted, 
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] Store* (including medical stores) for relief in 
time* of famine or other emergency. 

4 Military or police store* and equipment 

t Railway material and atoree 

4 Material and store* of the Poata and Telegraph* 

Department. 

5 Groin* and pulsee, wheat produota and flour 

of other grain* and pulses, ghee, butter, 
cooking fats and edible vegetable oils, salt 
(other than hide salt), augar, gvr and j agree, 
copra and oooonut. 


When transport is sponsored. 


When transport ia sponsored or when 
the goods are consigned to railway 
grain shops. 


4 Empty gunnies and other food oontainers 


7 Oil-seed* and ground nuts, used in the manu- 
facture of edible oil*. 


Ditto, and either when new or on return 
to filling centres. 

When transport is sponsored. 


4 Cotton or woollen pieoegood*. blankets, twist 
and yarn. 

■f The following fuels, namely . — 

(а) Coal and ooke .... 

(б) Firewood and charcoal .... 

10 Petroleum and petroleum product* 

11 Empty container* for petroleum and petro- 

leum product*. 

It Cattle food, cattle fodder and manure* 

It Iron and ateel ...... 

14 Cement ....... 

15 Paper, including newsprint 


When despatched from oollierie*. 

When transport is sponsored. 

When consigned by oil companies. 

Being new, when consigned to or by oil 
ooroponie*, or being used, whe n 
returned to oil companies for refllUn g 

When transport is sponsored. 

When consigned from iron or steal 
work*. 

When consigned from cement faotorle*. 

When transport is sponsored or when 
consigned from paper mills. 


10 Mica 


. When consigned from mica mines. 
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The following Bill was introduced in the Legislative Assembly on the Slrt 
February, 1947: — 

L, A. Bill No. 26 of 1947 

A BiU to provide for the continuance of certain provisions of th 
Defence of India Rules relating to the control of trading with the 
enemy and enemy firms and the custody of enemy property. 

Whereas it is expedient to provide for the oontinuanee of 
eertain provisions of the Defenoo of India Rules relating to the 
control of trading with the enemy and enemy firms and the cus- 
tody of enemy property ; 

It is hereby onaotod as follows :■ — 

1. (1) This Aot may bo called the Trading with the Enemy short title, utwt 
(Continuanoe of Emergency Provisions) Act, 1947. and wnimie 

(2) It extends to the whole of British India, and applies also 
to British subjects and servants of the Crown in any part of India, 
and to British subjeots who are domiciled in any part of India, 
wherever they may be. 

(3) It shall come into force on the 25th day of March, 1947. 

8. (I) Notwithstanding the expiry of the Defenoe of India Contlnunnc* *f 
Aot, 1939, and the Emergency Provisions ( Continuance ) cert ain emergency 
Ordinance, 1946 - premsior*. 

(a) the provisions of tho Defence of India Rules mentioned XXX V of 108#. 
in the first column of the Schedule to thiB Act shall con- of 

tinue in force, and shall have effect subject to the modi- 
fications specified in the second oolumn thereof ; 

(b) any order or other instrument made or deomed to be made 

under or in pursuance of any of the said provisions and 
in forco immdiatoly before the commencement of thiB 
Aot shall continue in forco so far as consistent 
with the provisions as continued in forco by this section 
and be deomed to be made under or in pursuanoo of the 
provisions so continued in foroe. 

(2) The roferenoes in sub-section (I) to the Defenoe of India 
Rules shall bo construed as references to those Rules as modified 
and coni inued in force by the Emergency Provisions (Continuance) 

Ordinance, 1040. 

3. The provisions of the Defenoe of India Rules as continued Effect of rule*, 
in force by section 2 and all orders made or doomed to be made etc. incomiatent 
under such provisions shall have effect notwithstanding anything with other 
inconsistent there with contained in any onactment other than en c enM * 
this Aot or in any instrument having effect by virtu o en- 

actmont other than this Aot. ° 

4. (I) The Central Government may by order direct that delegation*, 
any power or duty which by or under any of the provisions as con- 
tinued in force hv scotion 2 is conferred or imposed upon the 

Central Govorinnont, shall, in such circumstances and under such 
conditions, if any, as may be speoified in the direction, be exercised 
or discharged by any officer or authority subordinate to that 
Government or by any other authority. 




vm 


Saving! a 
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(2) All orders delegating any power or duty conferred o r 
imposed by any of the provisions continued in force by section 2 
ins do by the Central Government before the Commencement of 
th'.s Act and in force immediately before suoh commencement, 
shall continue in force and bo deemed to be made by the Central 
Government under this section. 

6 . (J) No order made or deemed to bo made in exercise of 
any power oonferred by or under any of the provisions continued 
in force by section 2 shall be called in queslion in any oourt. 

(2) Where an order purports to havo been made and signed 
by any authority in exercise of any power conferred by or under 
any of the aft r laaid provisions, a court shall, within the mean- 
ing of the Indian Evidenoe Act, 1872, presume that suoh order 
was so made by that authority, 

6 . (1) No suit, prosecution or other legal proceeding shall 
lie against any person for anything which is in good faith done 
or intended to bo done in pursuance of any of the provisions con- 
tinued in force by section 2 or any order made or deemed to be 
made thereunder. 

(2) No suit or other legal proceeding shall lie against the 
Crown for any damage caused or likely to be caused by anything 
in good faith done or intended to be done in pursuance of any of 
the provisions continued in force by seotion 2 or any ordop made 
or deemed to be made thereunder. 

THE SCHEDULE 
( See section 2) 

Provisions of the Defence of India Ruloe continued in force 


If umber and title of Rule 


Modification 1, 


1. — Short title . .... 

S,— Definition* ....... Clause (1) (hall be 

omitted. 

1, — Interpretation ...... Sub-rule (3) (hall be 

omitted. 

4.— Saving 

■8. — Non-cottipHanoe with these rules or orders 
made thereunder. 

Definition ....... 

08.- — Prohibition of trading with the enemy . 

99, — Control of rights, etc., in respect of trading 
with the enemy. 

100. — Power to appoint Controllers, etc., of Enemy- 

Trading. 

10OA, — Powers of Controllers, eto., of Enemy Trad- 
ing- 

101A. — Penalty for failure to oomply with order* of 
Controllers, eto. 

103. — Definitions ....... 

104. — Prohibition of trod* with enemy firms and 

purchase of enemy ourrenoy. 

101, — Power to appoint Controllers, eto., of enemy 

firms. 
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Numbor and title of Rule. 


Modification' 


1013 . — Powers of Controllers, eta., of enemy firms 
108. — Penalty for fuilnro to comply with orders of 
Controllers, etc. 

110. — Oontraots with enemy firms . 

1 11. — -Transfer of property to or by enemy firms . 

113A. — -Powor to aarry on business of enemy firms . 

114.-— Collection of dobts of onomy firms and custody 

of property. 

114A,~ Tower to control and wind up certain busi- 
ness. 

117. — False statements ...... 

117. A— Power to require production of books, etc. . 

121. — -Attempts, eto, to contravene rules . . ... 

122. — Offences by corporations .... 

123 A.— Burden of proof In oertain oases ... 

130. — -Cognizance of contraventions of the rules, eto. Sub-rule# (3) and 

(4) Bhall be omitted. 


STATEMENT OF OBJECTS AND REASONS 

The Bill seeks to provide for the continuance of the special powers enjoyed 
by tho Government of India upto the 30th September 1940 nndor Parts XV and 
XVI of the Defonee of India Rules and thereafter continued for a poriod of six months 
by means of the Emergency Powers (Continuanoo) Ordinance, 1940. Although 
hostilities ceased long ago, it will continue to be obligatory on the Government 
of India to maintain the general prohibition against trailing with enemies until 
Peaoe Treatios are signod. Similarly, it will be their responsibility to continue to 
look after the property of the ‘ onomy ’ firms vested in the Custodian of Enemy 
Property until it is liquidated or released. For these purposes it is sought to keep 
alivo most of the provisions of the Defence of India Rules relating to the ban on 
trade with ‘ enemies ’, the control over 1 enemy ’ firms and the custody of ‘ enemy ’ 
property. 

Nhw Deuii, ISMAIL I. CHUNDRIGAR 

The 13th February, 1947. 


M. N. KAUL, 

Secy, to the Govt, of India. 







